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OATH OR AFFIRMATION

L Armett L. Waters swear (or affirm) that, to

the best of my knowledge and belief the accompanying financizl statement and supporting schedules pertaining to the firm

of _AL. Waters Capital. LLC as
of December 31 2007 , are true and correct. 1 further swear (or affirm) that

neither the company nor any partoer, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:
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" Signature

T President
Title

Nya'ry Public

This report** contains (check all applicable boxes):

{x] (a) Facing page

1x] (b) Statement of Financial Condition.

x] (c) Statement of Income (Loss). Gommanwealth of assachusetis

{x] (d) Statement of Cash Flows. Wy Commissior Exp. 8/1/2014

{x] (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

| ] (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[x] (g)Computation of Net Capital.

[ ] (h)Compatation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

[ (i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

[ 1(i)A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[ 1(K) A Reconciliation between the andited and unaudited Statements of Financial Condition with respect to methods of con-
solidatien.

[x]) (1) An Oath or Affirmation.

| ] (m)A copy of the SIPC Supplemental Report.

[ 1(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous

andit.

GLORIA O'CORNELL

9 Notary Public

)

ELTE

**Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




DONELLON, ORCUTT,
PATCH &STALLARD
PC

Certified Public Accountan

A.L. WATERS CAPITAL, LLC
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2007
AND FOR THE PERIOD ENDED DECEMBER 31, 2006

4

o

96 Broadway, Taunton, MA 02780 Ph: 508.880.3334 Fx: 508.823.4000 www.dopscpa.com

467 E. Falmouth Highway, E. Falmouth, MA 02536 Ph: 508.457.6200
fuai,t'n_q Addreaw: P.O. Box 350, Taunton, A 02780



A.L. WATERS CAPITAL, LLC
INDEX TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2007
AND FOR THE PERIGD ENDED DECEMBER 31, 2006

EXHIBIT DESCRIPTION PAGE(S)
INDEPENDENT AUDITORS’ REPORT 1 & 2

A STATEMENTS OF FINANCIAL CONDITION 3

B ' STATEMENTS OF INCOME (LOSS) 4

c STATEMENTS OF MEMBER'S EQUITY 5

D STATEMENTS OF CASH FLOWS 6
NOTES TO FINANCIAL STATEMENTS 7 & 8

A -1 COMPUTATION OF NET CAPITAL FOR BROKERS
AND DEALERS PURSUANT TO RULE 15c3-1 9

A - 2 REPORT ON INTERNAL CONTROL 10 - 12




DONELLON, ORCUTT,
PATCH &STALLARD
rC

Certified Public Accecountantau

Tc the Members of

A.L. Waters Capital, LLC:

We have audited the accompanying Statements of Financial Condition of
A.L. Waters Capital, LLC, as of December 31, 2007 and 2006, and the related
Statements of Income, changes in Member‘s Equity, and Cash Flows for the
year ended December 31, 2007 and for the period from December 15, 2005
{Date of Inception) to December 31, 2006 that vou are filing pursuant to
rule 17a-5 under the Securities Exchange Act of 1934, These financial
statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.
An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion, An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the
financial statements. 2an audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentaticn. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of A.L. Waters
Capital, LLC as of becember 31, 2007 and 2006, and the results of its
operations and its cash flows for the year ended December 31, 2007 and for
the period from December 15, 2005 (Date of Inception) to December 31, 2006
in conformity with accounting principles generally accepted in the United
States of America.
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A.L. Waters Capital, LLC (Continued}):

Our audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The information contained in
Exhibits A-1 and A-2, is presented for purposes of additional analysis and
is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities
Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

0.8 A2d » 27 fe

Taunton, Massachusetté

February 7, 2008

DONELLON, ORCUTT, PATCH (\/ STALLARD rc

Certified Pablie Accoantanta



A.L. WATERS CAPITAL, LLC
STATEMENTS OF FINANCIAL CONDITION

FCR THE YEAR ENDED DECEMBER 31, 2007
AND FOR THE PERIQD ENDED DECEMBER 31, 2006

ASSETS
2007
CURRENT ASSETS
Cash 521,986
Prepaid expenses 915
TOTAL ASSETS $22,901
LIABILITIES AND MEMBER'S EQUITY

CURRENT LIABILITIES
Accrued expenses $ 3,750
Due to affiliate 10,000
TOTAL CURRENT LIABILITIES 13,750
MEMBER’S EQUITY (Exhibit C) 9,151
TOTAL LIABILITIES AND MEMBER'S EQUITY $22,901

See Notes to Financial Statements

EXHIBIT A

$13,166
2,385

$15,551

$ 2,500
2,500

13,051

$15,551



EXHIBIT B

A.L. WATERS CAPITAL, LLC
STATEMENTS OF INCOME (LOSS)

FOR THE YEAR ENDED DECEMBER 31, 2007 AND FOR THE PERIOD
FROM DECEMBER 15, 2005 ({(DATE OF INCEPTION) to DECEMBER 31, 2006

2007 2006
ADVISORY INCOME S - 5 100
OPERATING EXPENSES
Advertising - 724
Professiocnal fees 15,750 19,375
Registration & regulatory fees 12,577 12,922
Telephone - 1,605
TOTAL QPERATING EXPENSES 28,327 34,626
OPERATING LOSS (28,327) (34,526)
GENERAIL AND ADMINISTRATIVE EXPENSES
Dues and subscriptions - 2,290
Insurance 573 1,133
TOTAL GENERAL AND ADMINISTRATIVE EXPENSES 573 3,423
LOSS BEFORE OTHER INCOME (28,900) (37,949)
OTHER INCOME
Fee reimbursement 35,000 -
NET INCCME (LOSS) S 6,100 $(37,949)

See Notes to Financial Statements



EXHIBIT C
A.L. WATERS CAPITAL, LLC
STATEMENTS OF MEMBER’'S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2007 AND FOR THE PERICD
FROM DECEMBER 15, 2005 (DATE OF INCEPTION} TO DECEMBER 31, 2006

TOTAL
MEMBER'S EQUITY

December 15, 2005 $ -

Net loss {37,949)
Member contribution 51,000
December 31, 2006 13,051
2007 Net income 6,100
2007 Member distribution | (10,000)
December 31, 2007 $ _9,151

See Notes to Financial Statements



A.L. WATERS CAPITAL, LLC

STATEMENTS OF CASH FLOWS

EXHIBIT D

FOR THE YEAR ENDED DECEMBER 31, 2007 AND FOR THE PERIOD
FRCM DECEMBER 15, 2005 (DATE OF INCEPTION) TO DECEMBER 31, 2006

OPERATING ACTIVITIES:

Net income (loss)

Adjustments to reconcile net income (loss)
to net cash provided by (applied to)
operating activities:

Change in current assets and liabilities
Decrease (Increase) in prepaid expenses
(Decrease) Increase in accrued expenses

NET CASH PROVIDED BY (APPLIED TO)
OPERATING ACTIVITIES

FINANCING ACTIVITIES:
Member contribution {(distribution)
Increase in due from affiliate

NET CASH PROVIDED BY FINANCING
ACTIVITIES
NET INCREASE IN CASH

CASH - BEGINNING

CASH - ENDING

2007

$ 6,100

1,470

1,250

8,820

(10,000}
10,000

8,820

13,166

$ 21,986

See Notes to Financial Statements

2006

$(37,949)

{ 2,385)
2,500

(37,834)

51,000

51,000

13,166

$ 13,166



A.L. WATERS CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2007
AND FOR THE PERIOD ENDED DECEMBER 31, 2006

NOTE 1 - DESCRIPTION OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

NATURE OF BUSINESS

The Company is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and is a member of the Financial Industry
Regulatory Authority {(FINRA). The Company does business in the New
England Region.

ACCOUNTING ESTIMATES

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results
could differ from those estimates.

INCOME TAXES

The Company is taxed under the Internal Revenue Code as a
Partnership. In lieu of corporate income taxes, the members of a
Partnership are taxed on their proporticnate share of the
Partnership’s taxable income. Therefore, no provision or liability
for federal income taxes has been included in these financial
statements.

ADVERTISING

The Company expenses advertising as incurred. Aadvertising
expense was $-0- and $724 for the year ended December 31, 2007
and for the period ended December 31, 2006.



A.L. WATERS CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2007
AND FOR THE PERIOD ENDED DECEMBER 31, 2006

NOTE 2 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (SEC Rule 15¢3-1}, which requires the
maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1. At December 31, 2007 and 2006, the Company had net
capital of $8,236 and 510,666, respectively, which was in excess of
its required net capital of $5,000. The Company’s net capital ratio
was 1.6:1 and .24:1 at December 31, 2007 and December 31, 2006,
respectively.

NCTE 3 - RELATED PARTY TRANSACTIQNS

The company received an advance from an affiliate during the year
ended December 31, 2007 in the amount of $10,000. No interest was
charged, and it was due on demand.



EXHIBIT A - 1

A.L. WATERS CAPITAL, LLC

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS
PURSUANT TO RULE 15c¢3-1

FOR THE YEAR ENDED DECEMBER 31, 2007 AND FOR THE PERIQD
FROM DECEMBER 15, 2005 (DATE OF INCEPTION) TO DECEMBER 31, 2006

2007 2006
NET CAPITAL
Member’'s equity $ 9,151 $ 13,051
DEDUCTIONS FCR NON—ALLOWED ASSETS
Prepaid expenses { 915) { 2,385)
NET CAPITAL $ 8,236 $ 10,666
TOTAL AGGREGATE INDEBTEDNESS $ 13,750 $ 2,500
MINIMUM NET CAPITAL REQUIRED § 5,000 S 5,000
EXCESS NET CAPITAL § 3,236 S 5,666
RATIO: Aggregate indebtedness to
Net Capital 1.67 to 1 .24 to 1

There were no differences between the unaudited net capital
computation and net capital reported above.

The Company has complied with the exemptive reguirements of
SEC Rule 15¢3-3(k)(2) (i) and did not maintain possession or
control of any customer funds or securities as of

December 31, 2007 and December 31, 2006.



EXHIBIT A - 2

DONELLON, ORCUTT,
PATCH PS(;TALLARD

Certified Public Acecountantas

To the Members of

A.L. Waters Capital, LLC

In planning and performing our audit of the financial statements of
A.L. Waters Capital, LLC, as of and for the year ended December 31, 2007 in
accordance with auditing standards generally accepted in the United States
of America, we considered the Company’s internal control over financial
reporting {internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal contrel. Accordingly, we do not
express an opinion on the effectiveness of the Company'’s internal control.

Also, as required by rule 17a-5(g){l) of the Securities and Exchange
Commission (SEC), we have made a study of the practices and procedures
followed by the Company including consideration of control activities for
safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in rule
17a~5(g) in making the periodic computations of aggregate indebtedness and
net capital under rule 17a-3(a) (11} and for determining compliance with the
exemptive provisions of rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating
£o customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making quarterly securities examinations, counts,
verifications, and comparisons and recordation of differences
required by rule 17a-13.

2. Complying with the requirements for prompt payment for
securities under Section 8 of Federal Reserve Regulation T of
the Board of Governors of the Federal Reserve System.
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EXHIBIT & -~ 2

The management of the Company is responsible for establishing and
maintaining internal control and the practices and procedures referred to
in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred
to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the SEC’'s above-mentioned objectives.
Two of the objectives of internal contreol and the practices and procedures
are to provide management with reasonable but not absolute assurance that
assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition and that transactions are
executed in accordance with management’s authorization and recorded
properly to permit the preparation of financial statements in conformity
with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in internal contreol and the practices
and procedures referred to above, error or fraud may occur and not be
detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may
deteriorate.

A control deficiency exists when the design of operation of a control
does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect misstatements on a timely
basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is
more than a remote likelihood that a misstatement c¢f the entity’s financial
statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of
significant deficiencies, that results in more than a remote likelihood
that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

11
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Certified Public Accountanta



EXHIBIT A - 2

Qur consideration of internal control was for the limited purpose
described in the first and second paragraphs and would not necessarily
identify all deficiencies in internal control that might be material
weaknesses. We did nct identify any deficiencies in internal control
activities for safeguarding securities that we consider to be material
weaknesses, as defined above.

We understand that practices and procedures that accomplish the
objectives referred to in the second paragraph of this report are
considered by the SEC to be adequate for its purpcses in accordance with
the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all
material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s
practices and procedures, as described in the second paragraph of this
report, were adequate at December 31, 2007, to meet the SEC's objectives.

This report is intended sclely for the information and use of the
Board of Directors, management, the SEC, Financial Industry Regulatory
Authority (FINRA), and other regulatory agencies that rely on rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by
anyone other than these specified parties.

Lo 0.4 Haisel e

Taunton, Massachusetts

February 7, 2008

DONELLON, ORCUTT, PATCH (\/ STALLAR D e

Certified Public Accountants




